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The non-performing loan rate of bank in China has been high, and the collapse of more 
than 100 foreign banks in the financial crisis is a alarm to the banks in our 
country. However, China as a developing country in transition economy, market 
mechanism is not perfect, our four state-owned commercial banks holds most of the bank's 
business, and most of the banks are government controls, directly or indirectly, with strong 
political color.in this situation, bank and the country is facing an important issue about how 
to make debt decision and how to control the risk of debt. 
Earnings quality is an important measure of the quality of accounting information, 
which can reflect robustness, reliability and sustainability of the earnings of enterprise.if 
the bank can effectively identify the enterprise earnings quality, and then make credit 
decisions, in a certain extent they can effectively control the credit risk.So this article takes 
the earnings quality as the breakthrough point, inspects whether the Bank of our country 
can effectively identify the earnings quality. And then taking into account the different 
degree of market and government intervention, I inspect if the mechanism of earnings 
quality to the cost of debt is changed. 
This paper uses the A-share listed companies from 2009 to 2013 as samples to study 
the effect of political connections, earnings quality on the cost of debt, and the effect of 
political connections on the relationship between earnings quality and the cost of debt 
effect, and discusses in different marketing degree the influnece of political connections 
and earnings quality on the cost of debt. Finally, three conclusions are drawn: (1) The 
higher the earnings quality the lower the cost of debt, and the creditor can identify the 
earnings quality.. (2) political connections will weaken the relationship between earnings 
quality and the cost of debt. (3) with different degree of marketization, political 
connections and earnings quality have different effects on the cost of debt, the deepening of 
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